CITY OF INKSTER, MICHIGAN

FINANCIAL REPORT
WITH SUPPLEMENTAL INFORMATION

YEAR ENDED JUNE 30, 2008



CITY OF INKSTER, MICHIGAN

TABLE OF CONTENTS

Independent Auditors’ REPOIt ... e 1
Management’s Discussion and Analysis ..o 3

Basic Financial Statements:
Government-Wide Financial Statements:
Statement of Net Assets (DefiCit) ...vvvoni 11
SHatEMENt OF ATV S oeirerrieiiirei i ittt e e e ee e et s e e s e aar e e e e memraia e s e serrrannenanas 12

Fund Financial Statements:
Governmental Funds:
BalANCE SO . it e s s et a e e r e e anes 14
Statement of Revenue, Expenditures, and Changes in Fund Balances.................. 15
Reconciliation of the Statement of Revenue, Expenditures, and
Changes in Fund Balances of Governmental Funds to the

Statement of ACHVIEIES ..o e 186
Proprietary Funds:
Statement of Net ASSelS. ..o s 17
Statement of Revenue, Expenses, and Changes in Net Assets ... 18
Statement 6f Cash FIOWS ..ot eeei s s s 19
Fiduciary Funds:
Statement of Net ASSelS. ... oo 20
Statement of Changes in Net Assefs......... 21

Component Units:

Statement of Net Assets (Deficit) ... 22
StatemM et OF AT VIS ot i ittt et e e st st e s e st re e e e e ee s e st st st s antne e nn 23
Notes t0 FINANGIal StatomMamsS ...ttt s vt e mte s e st e s e e meemenas 24

Required Supplemental Information

Budgetary Comparison Schedule — General Fund ... 49
Budgetary Comparison Schedule — Major Streets Fund...........cooooniics 50
Budgetary Compariscn Schedule — Local Streets Fund..........ocov e 51
Pension Systems:
Schedules of FUNDING Progress . ... e 52
Schedules of Employer Contributions..........cciiiiiv e 53

Notes to Required Supplemental Information ... 54



Other Supplemental Information

Non-Major Governmental Funds:

Combining Balance Sheel. ... s 55
- Combining Statement of Revenue, Expenditures, and Changes in
FUNG BalBINCES .oviviiiiii it e e e e e e e e e et s e s e s estanantarsbs e s s e e e e e eeeaeaesbsbanans 58
Fiduciary Funds:
Combining Statement of Net ASSeIS. ...t 57

Combining Statement of Changes in Net Assets..........cociiiiicii e, 58



lan C. )
oung & Associates, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

7310 Woodward Ave., Suite 740 (313) 873-7500
Detroit, MI 48202 (313) 873-7502 (Fax)
www.alancyoung.com

INDEPENDENT AUDITORS’ REPORT

To the City Council
City of Inkster, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the remaining fund information of the City of Inkster, Michigan as of and for the year ended
June 30, 2008, which collectively comprise the City’s basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the of City of Inkster,
Michigan’s management. Our responsibility is to express an cpinion on these financial
statements based on our audit. :

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supperting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

In cur opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Inkster, Michigan as of June 30, 2008 and the
respective changes in financial position and cash flows, where applicable, thereof for the year
then ended, in conformity with accounting principles generally accepted in the United States of
America.

The management's discussion and analysis, budgetary comparison schedules, and pension
system schedules of funding progress and employer contributions, as identified in the table of
contents, are not a required part of the basic financial statements but are supplemental
information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplemental information. However,
we did not audit the information and express nc opinion on it.



To the City Councll
City of Inkster, Michigan

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Inkster, Michigan’s basic financial statements. The
accompanying other supplemental information, as identified in the table of contents, is
presented for the purpose of additional analysis and is not a required part of the basic financial
statements. The other supplemental information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we will also be issuing a report on our
consideration of the City of Inkster, Michigan's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grants
agreements. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to
provide opinions on the internal control over financial reperting or on compliance. That report is
an integral part of an audit performed in accordance with government Auditing Standards and
should be considered in assessing the results of our audit.

o £ g [ Feor

December 23, 2008



CITY OF INKSTER, MICHIGAN
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 2008

As management of the City of Inkster, we offer readers of the City of [nkster's financial
statements this narrative overview and analysis of the financial activities of the City of Inkster
for the fiscal year ended June 30, 2008. We encourage readers tc consider the information
presented here in conjunction with the financial statement that follows this section.

FINANCIAL HIGHLIGHTS

The City's Total Net Assets increased by $1.9 million.

The City spent $4.5 million in street repairs and $3.4 million in water and sewer repairs.
¢ The General Fund — fund balance is 8.11% of revenue.

¢ The General Fund finished the fiscal year under budget.

The Government-Wide Financial Statements

The first set of financial statements is the government wide financial statements that include the
statement of net assets and statement of activities on pages 11-12. These statements provide
both long and short-term information about the City's overall financial status and are prepared
on the full accrual basis of accounting.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an intreduction to the City of Inkster’s basic
financial statements. The City of Inkster's basic financial statements comprise three
compenents: 1) Government-wide financial statements, 2) fund financial statements, and 3)
notes to the financial statements. This report also contains other supplementary information in
addition to the basic financial statements themselves.

Table 1 summarizes the major features of the City’s financial statements, including the portion
of the City government they cover and the types of information they contain. The remainder of
this overview section of management's discussion and analysis explains the structure and
contents of each of the statements.

Government-Wide Financial Statements. The Government-wide financial statements are
designed to provide readers with a broad overview of the City of Inkster’s finances, in a manner
similar to a private-sector business.

The statement of net assets presents information on all of the City of Inkster's assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the
City of Inkster is Improving or deteriorating

The statement of activities presents information showing how the government's net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as
the underlying event giving rise tc the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods {e.g., uncollected taxes and earned but unused
vacation leave).

Both of the Government-wide financial statements distinguish functions of the City of Inkster
that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functicns that are intended tc recover all or a significant portion of their
costs through user fees and charges (business-type activities). The governmental activities of
the City of Inkster include general government, police, fire, public works, parks & recreation and
community enrichment and development. The business-type activities of the City of Inkster
include the water system and the sewer system.
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CITY OF INKSTER, MICHIGAN
MANAGEMENT’'S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 2008

(CONTINUED)

Table 1. Major Features of the City of Inkster’s Government-wide
and Fund Financial Statements

Type of
Statements Governmeni-Wide Governmental Funds Proprietary Funds | Fiduciary Funds
Scope Entire City government The activities of the City | Activities the City Instances in

(except fiduciary funds) and
the City’'s component units

that are not proprietary or
fiduciary, such as police,
fire, and parks

operates similar to
private businesses:
the water and sewer
system, and the
parking facilities

which the City is
the frustee or
agent for
someone else’s
resources, such
as the retirement

plan for City
gmployees
Required financial « Statementof netassets| e Balance sheet » Statement s Statement
statements « Statement of activities ¢ Statement of of net assets of fiduciary
revenues, = Statement of net assets
expenditures & revenues, expenses [ « Statement of
changes in fund and changes in changes in
balances fund net assets fiduciary net
+ Statement assels
of cash flows
Accounting basis | Accrual accounting and Medified accrual Accrual accounting | Accrual
and measurement | economic resources focus | accounting and current | and economic accounting and
focus financial resources focus | resources focus economic
resources focus
Type of All assets and liabilities, both | Only assets expected o | All assets and All assets and
assel/liability financial and capital, short- | be used up and liabilities | fiabilities, both ligbilities, both
information term and long-term that come due during the | financial and capital, | short-term and
year or soon thereafter, and shortterm and | iong-term, the
no capital assets included| long-term City’s funds do
not currently
contain capital
assets, aithough
they can
Type of All revenues and expenses | Revenues for which cash | All revenues and All revenues and
inflow/outfiow during year, regardless of is received during or scon| expenses during expenses during
information when cash after the end of the year, i year, regardless of | year, regardless

is received or paid

expenditures when goods
or services have been
received and payment is
due during the year or
soon thereafter

when cash is
received or paid

of when cash is
received or paid




CITY OF INKSTER, MICHIGAN
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 2008
(CONTINUED)

Government-Wide Financial Statements. (Contihued) The Government-wide financial
statements include not only the City of inkster itself (known as the primary government), but
also a legally separate Downtown Development Authority, Economic Development Corporation,
Brownfield Redevelopment Authority and the Beech Daly Tax Increment Finance Authority for
which the City of Inkster is financially accountable. Financial infermation for these component
units is reperted separately from the financial information presented for the primary government
itself. The Government-wide financial statements can be found on pages 11-12 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City
of Inkster, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City of
Inkster can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds. '

Governmental Funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the Government-wide financial statements.
However, unlike the Government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the Government-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the Government-wide financial
statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.

The City of Inkster maintains eight individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the general fund, major street fund,
and the local street fund. Data from the other five governmental funds are combined intc a
single, aggregated presentation - Non-Major Governmental Funds. Individual fund data for
each of these non-major governmental funds is provided in the form of combining statements
elsewhere in this report.

The City of Inkster adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with

this budget.

The basic governmental fund financial statements can be found on pages 14~15 of this report.

Proprietary Funds. The City of Inkster maintains two different types of proprietary funds-
enterprise-funds and internal service funds. Enterprise funds are used to report the same
functions presented as business-type activities in the Government-wide financial statements.
The City of Inkster uses enterprise funds tc account for its Water and Sewer activities. Internal
service funds are an accounting device used to accumulate and allocate costs infernally among
the City of Inkster's funds. The City of Inkster uses internal service funds to account for its
garage activities.



CITY OF INKSTER, MICHIGAN
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 2008
(CONTINUED)

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the Government-wide
financial statements because the resources of those funds are not available to support the City
of Inkster's own programs. The accounting used for fiduciary funds is much like that used for
proprietary funds. The basic fiduciary fund financial statements can be found on pages 20-21 of
this report.

Notes to the Financial Statements. The notes provide additional informaticon that is essential
to a full understanding of the data provided in the Government-wide and fund financial
statements. The notes to the financial statements can be found on pages 24-48 of this report.

REQUIRED SUPPLEMENTAL INFORMATION

In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the City of Inkster’s progress in funding
its obligation to provide pension benefits to its employees. Required supplementary information
can be found on page 48-53 of this report.

The combining statements referred to earlier in connection with non-major governmental funds
and internal service funds are presented immediately following the required supplementary
information on pensicns. Combining and individual fund statements and schedules can be
found on pages 55-58 of this report.

Government-Wide Financial Analysis. Net assets may serve, over time, as a useful indicator
of a government’s financial position (See Table 2). Total net assets of the City of inkster are
$39.4 million an increase of $1.9 million from the prior year. The largest portion, $32.4 million
(83%), reflects its investment in capital assets (e.g., land, buildings, streets, sidewalks,
machinery, and equipment), less depreciation and any related debt used fo acquire those
assets that is still outstanding. The City of Inkster uses these capital assets to provide services
to citizens; consequently, these assets are not available for future spending. Although the City
of Inkster's investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liguidate these liabilities.

Table 2. City of Inkster's Net Assets

{in Millions)
Governmental Business-type Total Primary
Activitles Activities Government
2007 2008 2007 2008 2007 2008
Current and other assets $ 97 $ 102 $ 7.4 $ 68 $ 174 $ 170
Capital assels 25.3 23.5 31.0 32.0 56.3 §5.5
Total assets 35.0 33.7 38.4 38.8 734 725
Current liabilities 5.5 6.0 2.7 2.7 8.2 8.7
Long-term llabilities cutstanding 17.3 15.0 10.4 8.4 27.7 24.4
Total liabilities 22.8 21.0 13.1 121 35.9 33.1
Net assets:
Invested in caplital assets,
net of related debt 4.3 9.3 19.6 231 239 324
Restricted 8.8 41 0.1 6.1 8.7 4.2
Unrestricted (deficit) {0.7) {0.7) 5.6 3.5 4.9 2.8
Total net assets $§ 12.2 $ 127 § 253 $ 26.7 § 375 $ 384




CITY OF INKSTER, MICHIGAN
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 2008
(CONTINUED)

Government-Wide Financial Analysis. {Continued) The remaining portion of the City of
Inkster's total net assets represents resources of which $2 million are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net assets, $2.8
million may be used to meet the government's ongoing obligations to citizens and creditors.

Total net asset are divided into governmental and business-type activities. Governmental total
net assets increased by $0.5 million. This incorporates $4.5 million in street improvements
released from the restricted portion of governmental net assets (decreased from $8.6 to $4.1
million). The $4.5 milion had been restricted in the prior year to be used for street
improvements.

Business-type activities total net assets increased by $1.4 million with an increase to capital
assets of $3.5 million and a decrease in unrestricted net assets of $2.1 million. The $3.5 million
spent on capital assets went mostly to make major improvements to the water and sewer

system.

Governmental Activities. Changes in Net Assets (Table 3) provide some insight into current
year activities as compared to those of the prior year. Total revenues increased by $1.0 million,
with most of the increase in the governmental activities revenues. Program revenues, revenues
that come from some other source then direct taxes, from governmental activities increased by
$1.1 most of the money coming from grants. General revenues, mostly taxes, were down
slightly although property taxes gained by $0.4 million as taxable values in the City remained
below the state equalized value.

Table 3. City of Inkster's Changes in Net Assets
{in Millions)

Governmental Business-type Total
Activities Activities Primary Government
2007 2008 2007 2008 2007 2008
Revenues
Program revenues
Charges for services $ 35 $§ 38 $ 7.8 $ 78 $ 113 $ 114
Qperating grants 4.3 5.1 - - 4.3 5.1
General revenues
Property taxes 8.2 8.6 1.2 1.5 8.4 101
State shared revenues 4.4 4.2 - - 4.4 4.2
Other 1.5 1.2 0.1 0.1 1.6 1.3
Total ravenues 21.9 229 9.1 8.2 31.0 az1
Expenses
General government 3.5 4.0 - - 38 4.0
Pubiic safety 8.7 9.5 - - 8.7 8.5
Public works 6.4 6.8 - - 6.4 8.8
Parks and Recreation 1.5 1.7 - - 15 1.7
Interest on long term debt 0.3 0.4 - - 0.3 0.4
Water & Sewer - - 1.7 7.8 7.7 7.3
Total Expenses 20.4 22.4 7.7 7.8 28.1 30.2
Changes in net Asssts 1.5 0.5 1.4 1.4 2.9 1.8
Net asssts - beginning 10.7 12.2 23.8 25.3 34.6 37.5
Net assets - end $ 122 $ 12.7 $ 253 $ 26.7 $ 37.5 $ 39.4




CITY OF INKSTER, MICHIGAN
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 2008
(CONTINUED)

Governmental Activities. (Continued) Total expenses increased by $2.0 million most of which
($1.5 millicn) was spent on governmental activities in the local street fund. Public safety
expenses increased by $0.8 million and public works increased by $0.4 million.

Business —Type Activities Total revenues and expenses in the business-type activities were
about the same as the prior year (a $0.1 million increase). A decline of $0.2 million in charges
for services was offset by a $0.3 million increase in property taxes. Net assets increased by
$1.4 million.

Analysis of Fund Financial Statements

The next section of the financial report is the fund financial statements. As noted earlier, the
City of Inkster uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds. The focus of the City of Inkster's governmental funds is to provide
information on near-term inflows, outflows, and balances of expendable resources. Such
information is useful in assessing the City of Inkster's financing requirements. In particular,
unreserved, undesignated fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

As of the end of the 2008 fiscal year, the City of Inkster's governmental funds reported
combined unreserved undesignated fund balances of $3.9 million a decrease of $0.7 million
from the prior year. Increased levels of spending in the Major & Local Street funds accounted
for $0.5 of the decrease.

The general fund is the chief operating fund of the City of Inkster. The $1.4 million fund balance
in the general fund is 8.11% of 2008 total revenues an improvement from the prior year. The
Treasurer of the State of Michigan considers 8% an indicator of financial sound municipality.
The unreserved undesignated portion of the General Fund is $1.0 million. The general fund has
$2.4 million in pocled cash and investments an increase of $1.3. The improved cash flow
comes from the collection of accounts receivable mostly due from the State.

The remaining governmental funds have a fund balance of $4.0 of which $2.9 is unreserved
and undesignated. The largest fund balances ameng the other governmental funds are the
Major and Local Streets. Other special revenue funds are maintained primarily to demonstrate
accountability. Federal or local laws restrict the spending of the money in these funds.

Proprietary Funds. The City of Inkster's proprietary funds provide the same type of informaticn
found in the Government-wide financial statements, but in more detail. Like the governmental
funds, the focus of the City of Inkster’s proprietary funds is to provide information on near-term
inflows, outflows, and balances of expendable resources but also providing insight into the long
term financial requirements of the fund. Wherein the unreserved, undesignated portion of fund
balance in the governmental funds may serve as a useful measure of a government's net
rescurces, the unrestricted net assets provide the same measure in proprietary funds. The City
has two proprietary funds; the Water and Sewer Fund, an enterprise fund, and the Garage
Fund which is an internal service fund.



CITY OF INKSTER, MICHIGAN
MANAGEMENT’S DISCUSSION AND ANALYSIS {(MD&A)
YEAR ENDED JUNE 2008
{CONTINUED])

Proprietary Funds. (Continued) Total net assets in the Water and Sewer Fund are $26.7
million, an increase of $1.4 milion from the previcus year atiributable mostly to operating
income. The unrestricted portion of net assets is $3.4 million down $2.2 millicn from the
previous year due to capital improvements.

Total net assets in the Garage Fund are $0.7 milion a decrease of $0.2 million from the
previous year aitributable mostly to operating expenses. The unrestricted portion of net assets
is $0.2 million down $0.2 million from the previous year due to operating expenses.

BUDGETARY HIGHLIGHTS

Original to Amended. The general fund amended budget (Table 4) of $17.6 million was $0.3
million {1.7%) less than the original budget which demonstrates the high quality of werk the City
did in preparing the fiscal year 08 budget. All variations between the original and the amended
budget are minor with largest being an adjustment of $0.2 million between public works and
public safety.

Table 4. City of Inkster's General Fund Budget to Actual
{in Millions)

FY06 FYO7 FY08 FYO08 FY08
Actual Actual Criginal Amended Actual
{Audited) {Audited) Budget Budget {Audited)

Revenues

Property taxes $ 73 $ 75 $ 7.7 $ 75 $ 78
Licenses and permits 0.4 0.4 0.4 0.3 0.3
State-shared revenues and grants 4.7 4.7 4.6 4.5 4.5
Charges for services 2.0 1.8 1.8 1.8 1.8
Interest 0.2 0.3 0.3 0.3 0.3
Adminsirative charges and other revenue 2.8 2.7 3.1 3.2 3.4
Total revenues 17.4 17.4 17.8 17.8 17.8

Expenditures and transfers
General government _ 26 238 29 28 2.8
Public safety 6.6 6.7 7.0 7.3 7.4
Highways, streets, and public works 2.8 2.7 2.8 2.5 2.6
Cultural and recreation 0.7 0.2 0.2 0.2 0.2
Neondepartmental 4.2 4.1 5.0 4.3 4.3
Qperating transfers (out} - 4.5 0.5 3.5 0.5
Total expenditures and transfers $ 168 $ 17.0 $ 184 $ 181 $ 17.8

Amended to Actual. General fund revenues were above the amended budget with property
taxes at $0.3 million favorable. General fund expenditures totaled $17.3 million, $0.3 million
(1.7%) below the final amended budget which demonstrates the effort that was placed on
controlling the budget this fiscal year. General Fund revenues of $17.8 million were above the
$17.6 million of revenues in the amended budget. Most variations are minor with the public
works actual expenditures being $0.1 million over the amended budget but under the original

budget.



CITY OF INKSTER, MICHIGAN
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets. As shown in the statement of net assets (see page 11) and detailed in Note 5,
at the end of fiscal year 2008 the City (excluding compenent units) had $55.5 million (net of
depreciation) invested in capital assets an increase from the prior year of $5.7 of which most of
the money was spent on street improvements. Capital assets include land and buildings, police
and fire vehicles and equipment, the City fleet, sidewaiks, playgrounds, water and sewer lines,
CSO basin and the like.

Debt Administration. The debt related to the acquisition and construction of these assets at
June 30, 2008 was $24.7 millicn with $3.1 million of this debt due to be paid within the next
year. A detailed listing of all City debt can be found in Note 7. During the year, the long-term
debt of the City decreased by $2.9 million due to debt retirement.

ECONOMIC FACTORS AND NEXT YEARS BUDGET

Economic Factors. The City of Inkster, as has the rest of the nation, has felt the effect of
recession. The City is tied to the automobile industry and was happy to learn of President
Bush’'s announcement approving $13.4 billion in short term loans the automobile industry. The
infusion of cash into the Big Three automakers should provide an economic stimulus to the

community.

Wayne County was allocated $25.9 million dollars for the neighborhood stabilization program
(NSP). The money combined with the lowering of mortgage interest rates will encourage the
rehabilitation, demolition, development and sale of homes in Inkster, reducing blight and
stabilizing neighborhoods.

Budget. The FY 09 budgeted revenues project a continued decrease in state shared revenues
and an increase in property taxes. The City maintains a healthy General Fund - fund balance
and is engaged in substantial infrastructure improvements. The Police and Fire Pension Fund
was 105% funded as of June 30, 2008. The goal of next year's budget will be to centinue to
keep expenditures in line with the City's limited resources without the use of fund balance.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of [nkster’s finances
for all those with an interest in the government's finances. Questicns concerning any of the
information provided in this report or requests for additional financial information should be
addressed to the Office of the Treasurer/Controlier City of Inkster, 26215 Trowbridge, [nkster,
Michigan 48141
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CITY OF INKSTER, MICHIGAN
STATEMENT OF NET ASSETS {DEFICIT)

Asseots:
Cash and [nvestments {Note 3)
Receivables - Net:
Customers
Taxes Receivables
Long-Term Receivable from TIFA (Note 4)
Cther
Due from Primary Government
Due from Other Governmental Units
Deposits and Prepaids
Inventories
Deferred Bond Issuance Costs
Restricted Assetis {Note 8)
Investment in Joint Venture-(Note 11)
Capital Assets - Net (Note 5)

Total Assets

Liabilities:
Accounts Payable
Accrued and Other Liabilities
Cue to Compaonent Units
Deferred Revenue {Note 4)
Debt - Due withinn One Year {Note 7}

Other Noncurrent Liabilities - Due Within One Year

Noncurrent Liabilities:
Estimated Worker's Compensation and
Other Claims
Accrued Employee Benefits
Estimated Property Tax Chargebacks
Pension obligation

Debt - Due in More Than One Year (Note 7)

Total Liabllitles

Net Assets (Deficit):

Invested in Capital Assets - Net of Related Debt

Restricted:
Local and Major Streets
Drug Forfeiture
Capital Projects
Parks & Recreation
Environmental Protection Agency (Note 8)
Brownfield Authority Project
Unrestricted (Deficit)

Total Net Assets (Deficit}

JUNE 30, 2008

Primary Government

Governmental Business-Type Component
Activities Activifies Total Units

$6,118,018 $567,227 $6.685,243 $1,320,544
0 4,283,878 4,283,978 0

34,552 o 34,582 0
972,047 0 $72,047 0
398,683 ¥ 388,663 7,335

0 ¢ g 28,523
1,044,088 ¢ 1,044,988 0

153,885 4] 159,886

32,943 175,840 208,883 0

0 184,743 184,743 0
1,105,614 1,680,637 2,686,151 0
275,685 0 275,695 0
23,546,415 31,995,873 55,542 388 0
33,688,818 38,798,306 72,487,215 1,356,402
2,520,305 1,458,538 3,978,843 191,864
623,345 200,543 823,888 0;
28,523 g 28,523 g
77,868 g 77,868 0;
2,029,986 1,084,931 3,004,917 291,250
678,819 g 878,819 ¥
1,518,734 g 1,516,734 ¥
879,591 ¥ 879,581 ¢
292 800 o 292,800 ¢

68,410 G 68,410

12,183,924 5,396,534 21,580,458 7,325,787
21,000,305 12,120,546 33,120,851 7,808,911
9,332,405 23,125,045 32,457,450 0
3,679,845 0 3,679,845 0
21,848 0] 21,848 0
70,998 0 74,808 0
268,418 0 268,418 0

0 118,118 118,118 0
0 g 0 (3,821,931}
{684,800} 3,434,887 2,745,887 (2,630,578}
$12,6888,514 $26,677 850 $39,366,3684 {$5,452,508)

The notes to financial statements are an infegral part of this statement.
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CITY OF INKSTER, MICHIGAN
STATEMENT OF ACTIVITIES
JUNE 30, 2008

Program Revenues

Charges
for Operating Grants Capital Grants
Expenses Services and Contributions and Coniributions
Functions/Programs
Primary Government:
Governmental Activities:
General Government $4,020,540 $3,455,169 $163,974 $0
Pubiic Safely 9,459,820 295,842 427,144 0
Puklic Works 6,796,295 0 4,079,824 0
Recreation and Cuiture 1,686,264 48,156 465,500 1]
Interast on Long-Tenm Debt 438 575 0 0 0
Total Government Activities 22,421,494 3,800,267 5,135,442 0
Business - Type Activities - Water and Sewer 7,762,100 7,580,807 4] 0]
Total Primary Government 30,183,564 11,380,874 5,136,442 $0
Component Units:
Beech Daly Tax Increment Finance Authority 244 118 0 o §15,867
Brownfield Authority 878,181 0 0 0
Downtown Development Authority 160,787 0 O 4]
Total Component Units $1,384,086 $0 $0 $19,667

The noles to financial statements are an integral part of this statement.
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CITY OF INKSTER, MICHIGAN
STATEMENT OF ACTIVITES
JUNE 30, 2008
{Continued)

Net (Expense) Revenue and Charges in Net Assets

Primary Government
Governmental Business-Type
Agclivities Activities Total Component Units
Functions/Programs
Primary Government:
Governmenta! Activities:
General Government {$410,387) 0 {$410,387) $0
Public Safety (8,736,734} 0 (8,736,734) 0
Public Warks (2,716,471} 0 (2,716,471) 0
Recreation and Culiure {1,181,608) 0 {1,181,608) 0
Interest on Long-Term Debt {439,575} 0 {438,575) 2,
Total Government Activities {13,4B4,785) G (13,484,785} 0
Business - Typse Activities - Water and Sewer 0 {171,483) {171,483 ¢
Total Primary Government (13,484,785} {171,483) {13,656,278) 4]
Component Units:
Beech Daly Tax Increment Finance Authorily ¢ o 0] {224,451)
Brownfisld Authority [¢] v 0 {975,181}
Downtown Development Authority 4] ¢} 0 {160,787}
Total Component Units $0 $0 $0 {$1,364.41%)
General Revenues:
Property Taxes $8,572,991 $1,466,584 $10,042,575 $950,082
State-Shared Revenues 4,228,933 0 4,228,933 0
Unrestricted Investment Earnings 487,601 101,225 568,826 £0,301
Franchise Feas 249,785 o 248,785 4}
Miscellanecus 64,536 ¢ 64,536 o
Healthcare Reimbursements 286,832 ¢ 286,832 t
Jeoint Venture investment Income 81,865 0 81,865 g
Total General Revenhues 13,852,543 1,570,809 15,623,352 1,000,383
Change In Net Assets 487,758 1,398,316 1,867,074 {364,036)
Net Assets (Deficit) - July 1, 2007 12,220,756 25,278,534 37,498,290 (6,088,473}
Nat Assets (Deficit) - Juns 30, 2008 $12,688,514 $26,677,850 $39,366,364 ($6,452,509)

The notes to financial statements are an integral part of this stalement.
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CITY OF INKSTER, MICHIGAN

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2008
Non-Major Total
Maijor Streets  Local Streets  Governmental  Governmental
General Fung Fung Fund Funds Funds
Assefs
Cash And investments 2,352,634 $1,923,285 $1,163,877 $456,181 $5,885,977
Receivables - Net:
Taxes Recelvable 34,552 ¢} 1] 4} 34,552
Long-Tetm Raceivable From TIFA 0 972,047 0 s} 972,047
Othear 340,768 4] 4] 7,895 388,663
Restricted Assels (Note 8} ] 3] 1,105,614 0 1,105,614
Due From Oftier Funds 211,322 3} o 0 241,322
Cue From Component Unit g 4} 0 0 1]
Due From Other Govarnmenis 545,634 183,253 77,841 238,160 1,044,988
Deposits/Prepaid 159,886 a 0 ] 152,886
Inventories 1,715 0 0 0 1,715
Tolal Assets $3,596,511 $3,078,588 $2,347,432 $702 236 39,824,754
Liabilltles And Fund Balances
Llabdlitles
Accounts Payable $1,657,699 $579,451 $119,613 $98,620 $2,455,283
Accrued And Other Lizbliities 596,167 3] g 0 586,167
Pue To Gther Funds 4] 3] 4] 211,322 291,322
Due to Component Units 0 2} 5] 28,523 28,523
Ceferrad Revenuz 1,027 080 20,348 42,340 1,089 748
Total Liabilitles 2 353,866 1,608,511 139,881 380,805 4,381,643
Fund Balances
Reserved:
Unspent Bond Proceeds in the
Local Streets Fund aQ o 1,106,814 3] 1,106,614
Inventories 1,718 o] a 3] 1,715
Unreserved, reported in General Fund --
Designated For Property Tax Chargebacks 440,701 1} 5} 0 440,701
Unreserved, Undesignated, Reported In:
General Fund 1,000,229 g 3] Q 1,000,228
Special Revenue Funds 1] 1,472,074 1,101,857 268,431 2,342 462
Capital Projects Funds 1] o] O 53,000 53,000
Total Fung Balances 1,442,645 1,472,074 2,207,571 321,431 5,443,721
Total Liabilities And Fund Balances $3.686,511 $3,078,585 $2,347,432 $702,238 30,824,764
Fund Balance - Tolal Governmeantal Funds $5,443,721
Amotnts reported for Governmental Aclivities in the Statement of Net Assets are different because:
Capital Assets used in Governmental Activities are not financial resources and are not reported in the funds. 22,672,727
Accounts Receivable from the Tax Increment Finance Autharity will be collected over several years and 972,047
are not available to pay for current year expenditures.
Pari of Accounts Receivable{Grants) will be collected beyond 60 days after the end of the Fiscal year
and would not be available to pay for the current year's expendifure 39,832
General Ernployee pension plan obligation not reported in the funds {68,410}
Investment in Joint Venture not reported in the funds. 275,685
Long-Term Liabiiities are not due and payable In the current perfod and are not reporied in the funds. (17.,322,944)
Internal Service Funds are included as part of governmental activities. 875,846
Net Assets of Governmental Activities $12,686,514

The notes to financial stalements are an infegral part of this statement.
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CITY OF INKSTER, MICHIGAN
GOVERNMENTAL FUNDS
STATEMENT OF REVENUE, EXPENDITURES, AND
CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2008
Non-Major Total
Major Strests  Local Streets  Governmental Governmental
General Fund Fund Fund Funds Funds
Revenus
Properiy Taxes $7.864.811 50 $1,807,983 $708,180  $10,380,954
Licenses and Permits 286,958 0 0 0 286,958
Federal Granis 0 0 o 1,608,553 1,008,553
Siate Revenues and Grants 4 456,864 1,173,008 485,737 0 6,125,690
Charges for Services 1,859,184 g ¢ [ 1,859,194
Interest 262,580 78,488 106,390 20,132 467,601
Administrative Charges and Cther Revenue 3,054,053 ¢ [¢] 233,266 3,287,319
Total Revenue 17,784,460 1,251,508 2,410,080 1,971,131 23,417,188
Expenditures
Current:
General Government 2,831,328 0 4] 0 2,831,328
Pubiic Safety 7,394,868 0 0 169,644 7,564,512
Highways, Streets, and Public Works 2,629,973 1,647,807 4,828,253 4] 9,106,033
Grant Expenditures 0 4] 0 808,388 808,386
Recreation and Culture 198,219 0 g 1,129,888 1,328,107
Non-Departmental 4,263,285 0 v : e 4,263,295
Debt Service 0 212,211 1,816,114 4 2,028,325
Total Expenditures 17,318,683 1,760,018 6,744,367 2,108,918 27,831,888
Excess of Revenue Over (Under} Expenditures 465,777 {508,510) (4,334,277} {137,787} {4,514,787)
Other Financing Sources/{Expenses)
Operaling Transfers In ¢] 166,817 0 455,500 822,317
Operating Transfers Out {465,500} 0 0 (19,667} {485,167)
Total Other Financing Sources {465,500) 156,817 0 445,833 137,150
Net Changs in Fund Balances 277 (351,883) {4,334,277) 308,048 (4,377,647}
Fund Balances - July 1, 2007 1,442 368 1,823,767 6,541,848 13,385 §,821,368
Fund Balances - June 30, 2008 $1.442,645 $1.472,074 $2.207,571 $321,431 $5,443,721

The notes to financial statements are an infegral part of this statement.
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CITY OF INKSTER, MICHIGAN
GOVERNMENTAL FUNDS

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2008

Net Change In Fund Balances - Total Governmental Funds

Amounts Reported For Governmental Activities In The
Statement of Activities Are Different Because:

Governmental Funds Report Capital Cutlays As Expenditures;
In The Statement of Activities, These Costs Are Allccated
Over Their Estimated Useful Lives As Depreciation:

Capital Cutlay
Depreciation Expenses

Repayment of Bond Principai Is An Expenditure In The
Governmental Funds, But Not In The Statement of Activities
(Where It Reduces Long-Term Debt)

Decrease In Estimated Long-Term General Liability Claims

Decrease In Long-Term Accrued Employee Sick And Vacation Pay

Increase In Property Tax Chargeback Accrual

Increase In pension obligation expense

Reimbursment From The TIFA For Debt Principal Payments

Internal Service Funds Are Also Inciuded As Governmental
Activities

Increase in Joint Venture Invesiment

Decrease in Deferred Revenue

Change In Net Assets Of Governmental Activities

{$4,377,647)

4,652,614
{1,285,5635)

1,705,000
550,800
4,314

(132,176}

(165,347}

{116,250)

{249,782)

81,865

(200,068)

$467,758

The notas to financial statements are an integral part of this statement.
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CITY OF INKSTER, MICHIGAN
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
JUNE 38, 2008

Assels
Current Assets:
Cash ang Cash Equivalents
Receivables - Net
Due from Other Governmental Units
Due from Ciher Funds
Inventories
Deferred Bond Issuance Costs

Total Current Assets

Non-Current Assets:
Restricted Assels
Capital Assels

Total Non-Current Assets
Totat Assets

Liabilities
Current Ligbilities:
Accounts Payable
Accrued and Cther Liabilities
Bonds and Deposits
Current Portion of Long-Term Debt

Total Current Liabiiities

Nen-Current Liabilities - Long-Term Deabf - Net of Current Portion

Total Liabilities

Net Assets

Investment in Capital Assets - Net of Related Debt

Restricied
Unrestricted

Total Net Assets

Enterprise -
Water and

Sawer Fund

$567.227
4,283,876
0

0

175,840
184,743

5,211,886

1,580,537
31,885,873

33,686,510

38,798,366

1,458,538
176,303
24,240

1,064,931

2,724,012

9,386,534

12,120,646

23,125,045
118,118

3,434,667

$26,677,850

Internal
Service
Fund

$222,03%
g

0

v

31,228

0

253,267

0
873,688

873,688

1,126,865

65,022
27,178
0

269,986

362,186

88,823

451,108

514,778
¢

161,067

__ 9675846

The notes lo financial stalements are an integral part of this slatement.

17



CITY OF INKSTER, MICHIGAN
PROPRIETARY FUNDS

STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS

Operating Revenue
Water and Sewer User Charges
Federal Granis
Other Charges for Services

Total Operating Revenue

Operating Expenses
Cost of Water
Cost of Sewage Disposal
Wages and Fringes
Operating Supplies
Contractual Services
Repairs and Maintenance
insurance, Ciaims, and Other
Cepreciation
Bad Debis
Non-Departmental

Total Operating Expenses

Operating Income {Loss)

Non-Operating Revenue (Expense)
Investment Income
Interest Expense
Property Taxes
State Grant (Note 14}

YEAR ENDED JUNE 30, 2008

Total Non-Operating Revenue {Expense}

Income {Loss)
Change in Net Assets

Net Assets - July 1, 2007

Net Assets - June 30, 2008

The notes fo financial statementis are an integral part of this statement.
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Internal
Enterprise - Service
Water and Funds - Garage
Sewer Fund Fund
$6,462 481 $0
283,775 0
803,257 1,410,895
7,559,513 1,410,895
1,086,423 C
2,137,217 0
513,248 241,955
37,575 304,733
828,675 256,850
489,732 287,064
239,200 100,800
889,513 359,254
151,708 0
839,103 0
7,223,384 1,640,556
336,119 {229,661)
101,225 13,016
{538,706} {33,137}
1,469,584 0
31,084 0
1,083,187 (20,121)
1,388,316 {249,782)
1,398,316 (248,782}
25,278,534 925,628
$26,677,850 $675,846




CITY OF INKSTER, MICHIGAN
PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2008

Cash Flows from Operating Activities
Receipts from Customers
Receipts from Grants
Payments to Suppliers
Payments to Employees
Internal Activity - Payments from (fo} Gther Funds

Net Cash Provided by Operating Activities
Cash Flows from Capital and Related Financing Actlvities
Proceeds from Property Tax Levy Restricted for Debt Service
Purchase of Capital Assets
Principal and interest Paid on Capital Debt
New Bond IssuefCapital Leases
State Grant
Net Cash Used in Capital and Related Financing Activities
Cash Flows from Investing Activities - Interest on Investments
Net Increase {Decrease} in Cash and Cash Equlvalents

Cash and Cash Equivalents - July 1, 2007

Cash and Cash Equivalents - June 30, 2008

Reconcillation of Operating ncome (Loss) to 'Net Cash from Operating Activities

Operating Income (Loss)

Adjustments to Reconcile Operating [ncome {Loss) to Net Cash from Operating

Activities:

Depreciation and Amortization

Changes in Assets and Liabilities:
Receivables
Inventories
Deferred Bond [ssuance Costs
Accounts Payable and Acorued Liabilities
Restricted Asssts
Due to Other Funds

Net Cash Provided by Opersting Activities

internal
Enterprise - Service
Water and Funds -~ Garage
Sewer Fund Fund
$6,660,160 -$C
686,002 [
{5.846,322) {1,063,188)
(511,000) {241,013)
945,864 1,410,885
1,834,704 106,684
1,460,584 0
(3,401,881} {197 619)
{1,518,890) (288,042)
0 166,194
31,084 Y
{3,420,193) {319,467
101,226 13,016
(1,484,264} {199,757}
2,051,491 421,796
$567,227 $222,03%
$336,118 {$229,661)
889,513 389,254
{222,988} ]
{35,195) {21,040)
30,791 0
11,754 {1,858)
{121,154} o
945,864 0
$1,834,704 $106,694

Non-Cash Investing, Capital, and Financing Activities - During the year ended June 30, 2008, the following non-cash

activities ocourred:

The Enterprise Fund is involved in the Rouge River National Wet Weather Demonstiration Project. This activity was
administered by Wayne County and is recorded in the restricted assets held at Wayne County as described in

Note 8. Interest of $ 77,055 was earned on monies held at the County.

The Enterprise Fund received $1,052 in interest eamings as described in Note 8 on the monies held at the County for the

North Huron Valley/Rouge Valley Sswer System improvements.

The notes to financial statements are an integral part of this statement.



CITY OF INKSTER, MICHIGAN
FIDUCIARY FUNDS
STATEMENT OF NET ASSETS
JUNE 30, 2008

Pension and Other
Employee Benefit
Trust Funds

Agency Fund -
Escrow Fund

Assets
Cash and Cash Equivalents $0 $579,685
investments:
Corporate Bonds 1,958,257 c
U.S. Government Securities 154,670 G
U.8. Government Agency Securities 7,462,335 c
Common and Preferred Stock 17,324,805 0
Pension Guarantee Contract Pooled Fund 8,382,762 0
Bank investment Pools 1,045,037 0
Receivables - Accrued interest and Other 45 312 Y
Total Assets $36,375,178 $579,685
Liabilities
Bonds and Deposits $0 $579,685
Total Liabilities $0 $579,685
Net Assets - Held in Trust for Employee Pension Benefits $38,375,178

The nofes to financial statements are an integral part of this statement.
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CITY OF INKSTER, MICHIGAN
FIDUCIARY FUNDS
STATEMENT OF CHANGES IN NET ASSETS
YEAR ENDED JUNE 390, 2008

Pension and Other
Employee Benefit

Trust Funds
Additions
Investment Income:
Interest and Dividends $1,229,279
Net Increase {(decrease) in Fair Value of Investments {919,569)
Net Investment [ncome 309,710
Contributions:
Empioyer 643,448
Employee 411,466
Total Contributions 1,054,214
Total Additions 1,364,624
Deductions
Benefit Payments 2,198,128
Refunds of Contributions 34,163
Administrative Expenses 354,901
Total Ceductions 2,688,183
Net Increase {1,223,569)
Net Assets - Heid in Trust for Pension and Cther Employee Benefits
July 1, 2007 37,598,747
$38,375,178

June 30, 2008

The notes to financial statements are an integral part of this statement.
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CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Inkster, Michigan (the “City”) conform fo
accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The following is a summary of the significant
accounting policies used by the City.

Reperting Entity

The City is governed by an elected mayor and six-member council. The accompanying
financial statements present the City and its compenent units, entities for which the City
is considered to be financially accountable. Although blended compenent units are legal
separate entities, in substance, they are part of the City's operations. Each discretely
presented component unit is reported in a separate column in the government-wide
financial statements to emphasize that it is legally separate for the City (see discussion
below for description).

The Inkster Building Authority is governed by a board that is appointed by the City
Council. Although it is legally separate from the City, it is reported as if it were part of
the primary government because its primary purpcse is to finance and construct the
City's buildings.

The following component units are reported within the component units column in the
combined financial statements. They are reported in a separate column to emphasize
that they are legally separate from the City.

a. The Economic Development Corporation was created to provide means and
methods for the encouragement and assistance of industrial and commercial
enterprises in relocating, purchasing, constructing, improving, or expanding within
the City so as to provide needed services and facilities of such enterprises to the
residents of the City. The Economic Development Corporation’s governing body,
which consists of 11 individuals, is selected by the City Council.

b. The Beech Daly Tax Increment Finance Authority (TIFA) was created to correct and
prevent deterioration in the TIFA district, encourage historical preservation, and to
promote economic growth within the district. The TIFA’s governing body, which
consists of 13 individuals, is selected by the City Council.

¢. The Downtown Development Authority (DDA) was created to correct and prevent
deterioration in the downtown district, encourage historical preservation, and to
promote economic growth within the downtown district. The Downtown
Development Authority’s governing body, which consists of nine individuals, is
selected by the City Council.
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1

CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

d. The Brownfield Redevelopment Authority was created to revert tax-reverted and
condemned properties as well as cther properties inte new residential housing. The
Brownfield Redevelopment Authority’s governing body, which consists of not less
than five individual, is selected by the City Council.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets (deficit) and
the statement of activities) report information on all of the nonfiduciary activities of the
primary government and its compenent units. For the most part, the effect of interfund
activity has been removed for these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for
support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include: (1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment and {2)
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds and the major individual
Enterprise Fund are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenue is recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue as sSooh as all eligibility requirements
imposed by the provider have been met.
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CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue
is recognized as soon as it is both measurable and available. Revenue is considered to
be available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose the City considers revenues to be
available if they are collected within 80 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated
absences, and claims and judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become both
measurable and available to finance expenditures of the fiscal period. Major revenue
types for which receivables are recorded on the current accounting period’s balance
sheet include property taxes and state-shared revenue. All other revenue items are
considered to be available only when cash is received by the City.

The City reports the following major governmental funds:

e The General Fund is the City’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in
another fund.

e The Major Streets Fund is a Special Revenue Fund that accounts for revenue
received from gasoline tax through the State of Michigan under ACT 51.
Expenditures of this fund include the maintenance of major streets, as well as
improvement of roadways and related financing expenditures.

¢« The Local Streets Fund is a Special Revenue Fund that accounts for revenue
received from gasoline tax through the State of Michigan under ACT 51.
Expenditures of this fund include the maintenance of local streets, as well as
improvement of roadways and related financing expenditures.

The City reperts the following majer proprietary fund:

¢« The Water and Sewer Fund is the City’s only proprietary fund. It accounts for the
activities of the water distribution system and sewage collection system.

Additionally, the City reports the following fund types:

e The Internal Service Fund is used to account for the financing of goods or services
provided by one depariment or agency to other departments or agencies of the
City, or to other governments, on a cost-reimbursement basis. The City’s only
Internal Service Fund is the Garage Fund, which is used to account for the City's
vehicles and other machinery.

26



1)

CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

« Special Revenue Funds account for the revenues and expenditures related to drug
enforcement and traffic immebilization activities and Community Development
Biock Grant and cther miscellaneous grant activity.

e Capital Projects Funds accounts for the development and improvement of capital
facilities and sidewalks, other than those financed by the operations of the
proprietary fund.

s Pension Trust Funds account for the activities of the police and fire employees’
retirement system and general government employees’ retrement system, which
accumulate resources for pension benefit payments to qualified employees.

+ The Agency Fund is used to account for assets held by the City as an agent for
individuals, organizations, other governments, or other funds. Agency Funds are
custodial in nature (assets equal liabilities) and do not involve the measurement of
results of operations.

Private sector standards of accounting issued prior to December 1, 1989 are generally
followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with the standards of the Governmental
Accounting Standards Board.

The effect of interfund activity has been eliminated from the government-wide financial
statements. FEliminations of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenue include (1) charges to customers or applicants
for goods, services, or privileges provided, (2) operating grants and contributions, and
(3) capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenue rather than as program revenue. Likewise,
general revenue includes all taxes.

The proprietary fund distinguishes operating revenue and expenses from nonoperating
items. Operating revenue and expenses generally result from providing services in
connection with the proprietary fund's principal ongoing operatichs. The principal
operating revenue of the City's proprietary fund relates to charges to customers for
sales and services.
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{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Water and Sewer Fund also recognizes the portion of tap fees intended to recover
current costs (e.g., labor and materials to hook up new customers) as operating
revenue. The portion intended to recover the cost of the infrastructure is recognized as
nonoperating revenue. Operating expenses for the proprietary fund include the cost of
sales and services, administrative expenses, and depreciation on capital assets. All
revenue and expenses not meeting this definition are reported as nenoperating revenue
and expenses. '

Property Tax Revenue

Property taxes are assessed on the taxable valuation of property as of the preceding
December 31. The related property taxes are billed on July 1 and December 1 of the
following year. Taxes are considered definquent on March 1 and September 1 of the
following year, at which time penalties and interest are assessed. The City’s 2007 tax is
levied and collectible on July 1 and December 1, 2007, and is recognized as revenue in
the year ended June 30, 2008 when the proceeds of the levy are budgeted and
available for the financing of operations.

The 2007 taxable valuation of the City totaled $357,721,069 (a portion of which is
abated and a portion of which is captured by the TIFA, Brownfield and DDA), on which
taxes levied consisted of 17.2349 mills for operating purposes, 2.5851 mills for rubbish
collection services, and 10.2528 mills for debt service. This resulted in approximately
$5.7 million for operations, approximately $925,000 for rubbish collection services, and
approximately $2.6 million for debt service. These amounts are recognized in the
General Fund, Enterprise Fund and Local Streets (Special Revenue) Fund financial
statements as tax revenue. The Parks and Recreations fund had a tax millage of 1.8814
mills resulting in a tax revenue of approximately $708,000.

Assets, Liabilities, and Net Assets or Equity

Cash Equivalents — Cash and cash equivalents include cash on hand, demand
deposits, and short-term investments with a maturity of three months or less when

acquired.

Investments — Investments are recorded at fair value. Securities traded cn a naticnal
exchange are valued at the last reported sales price. Investments that do not have an
established market are reported at estimated fair value. See Note 3 for additional

investment information.

Receivables and Payables — In general, outstanding balances between funds are
reported as “due to/from other funds.” Activity between funds that is representative of
lending/borrowing arrangements outstanding at the end of the fiscal year is referred to
as “advances to/from other funds.”
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Receivables and Payables {Continued} — Any residual balances outstanding between
the governmental activites and the business-type activities are reported in the
government-wide financial statements as “internal balances.” All frade and property tax
receivables are shown net of allowance for uncollectible amounts.

Allowance for Doubtful Accounts — All water and sewer and property tax receivables
are shown net of allowances for doubtful accounts. The allowance for uncollectible
water billings in the Utility Fund is $335,000 at June 30, 2008. The allowance for
uncollectible taxes in the General Fund is approximately $73,000 at June 30, 2008.

Inventories — Inventories are valued at cost, on a first-in first-out basis. Inventories of
governmental funds are recorded as expenditures when consumed rather than when
purchased.

Restricted Assets — The revenue bonds of the Enterprise Fund require amounts to be
set aside for construction, debt service principal and interest, operations and
maintenance, and a bond reserve. These amounts have been classified as restricted
assets, as well as amounts on deposit at the County being held for the construction or
debt service of the City’s water and sewer system, The unspent bond proceeds in the
Local Streets Fund are required to be set aside for local street construction. These
amounts have been classified as restricted assets

Capital Assets — Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items), are reported in
the applicable governmental or business-type activities column in the government-wide
financial statements. Capital assets are defined by the City as assets with an initial
individual cost of more than $5,000 and an estimated useful life in excess of two years.
Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation.
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{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Buildings, equipment, and vehicles are depreciated using the straight-line method over
the following useful lives:

Roads and sidewalks 15 to 30 years
Water and sewer systems 50 to 75 years
Buildings and building improvements 40 to 50 years
Vehicles 3to 10 years
Office furnishings 7 to 10 years
QOther tools and equipment 7 to 10 years

In conjunction with the Carver Homes project (see Note 5), the City and the Brownfield
Redevelopment Authority have agreed to acquire, improve, and then sell to the
developer certain property in the City. Consistent with the lower-of-cost or market
valuation principle, the project expenditures incurred through June 30, 2008, which are
reported by the Brownfield Redevelopment Authority, have been expensed since it
anticipated that the future costs to acquire the property will exceed the future sales price
to the developer.

Compensated Absences {Vacation and Sick Leave) — It is the City’s policy to permit
employees to accumulate earned but unused sick and vacation pay benefits. All
vacation pay is accrued when incurred in the government-wide proprietary, and fiduciary
fund financial statements. A liability for these amounts is reported in governmental
funds only for employee terminations as of year-end.

Property Tax Chargeback — The property tax chargebacks represent real property tax
collected from the County Tax Revolving Fund that is estimated to be uncollectible when
the related parcels are later sold in land sales. The balance at June 30, 2008 consists
of those amounts estimated to be charged back to the City in the years after June 30,

2008.

Long-term Obligations — In the government-wide financial statements and the
proprietary fund types in the fund financial statements, long-term debt and other long-
term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund-type statement of net assets. Bond
premiums and discounts, as well as issuance cosis, are generally deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable
are reported net of the applicable recorded bond premium or discount.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Long-term Obligations (Continued) — Recorded bond issuance costs are reported as
deferred charges and amortized over the term of the related debt. In the fund financial
statements, governmental fund types recognize recorded bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount
of debt issued is reported as other financing sources. Generally, premiums received on
debt issuances are reported as other financing sources while discounts are reporied as
other financing uses. Issuance cost are reported as debt service expenditures.

Fund Equity — In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Designations of fund
balance represent tentative management plans that are subject tc change.

Use of Estimates — The preparation of financial statements in conformity with
accounting principles generally accepted the United State of America requires
management to make estimates and assumptions that affect reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the pericd. Actual results could differ from those
estimates.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Construction Code Fees — The City oversees building construction, in accordance with
the State's Construction Code Act, including inspection of building construction and
renovation to ensure compliance with the building codes. The City charges fees for
these services. The law requires that collection of these fees be used only for
construction code costs, including an allocation of estimated overhead costs. A
summary of current year activity and the cumulative shortfall generated since January 1,
2000 is as follows:

Shorifall at July 1, 2007 {$196,466)
Current year building permit revenue 241,103
Related expenses: -
Direct costs $337.,512
Estimated indirect costs 108,740
Total construction code expenses {444,252}
Cumulative shortfall at June 30, 2008 ($398.615)
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STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY {Continued)

Fund Deficit — The Beech Daly Tax Increment Finance Authority reported a negative
balance of unrestricted net assets at June 30, 2008. However, the modified accrual
unreserved fund balance of its General Fund is $389,315. Therefore, this is not
considered a fund deficit. The Brownfield Tax Increment Finance Authority reporied a
negative balance of unrestricted net assets at June 30, 2008. However, the modified
accrual unreserved fund balance is $333,069 therefore this is not considered a fund
deficit. See Note 5 for further discussion of the Brownfield Carver Homes Project. Also,
the grants fund (non-major special revenue fund) has a fund deficit of $39,832. This is
due to grant funds not meeting the availability criteria since they were not received
within 60 days of fiscal year-end.

DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 128.91 (Public Act of 1943, as amended) authorizes
local governmental units to make deposits and invest in the accounts of federally
insured banks, credit unions, and savings and loan associations that have offices in
Michigan. The local unit is allowed to invest in bonds, securities, and other direct
obligations of the United States or any agency or instrumentality of the United States;
repurchase agreements; bankers’ acceptances of United States banks, commercial
paper rated within the two highest classifications, which matures not more than 270
days after the date of purchase; obligations of the State of Michigan or its political
subdivisions, which are rated as investment grade; and mutual funds composed of
investment vehicles that are legal for direct investment by local units of government in
Michigan.

The pension trust funds are also authorized by Michigan Public Act 314 of 1965, as
amended, to invest in cerfain reverse repurchase agreements, stocks, diversified
investment companies, annuity investment contracts, real estate leased to public
entities, mortgages, debt or equity of certain small businesses, certain state and local
government obligations, and certain other specified investment vehicles.

The City has designated two banks for the deposit of local unit funds. The investment
policy adopted by the City in accordance with Public Act 196 of 1997 has authorized
investment in bonds and securities of the United States government and bank accounts
and CDs for the City's funds. The City’s deposits and investment policy are in
accordance with statutory authority.

Custodial Credit Risk of Investments

Custodial credit risk is the risk that, in the event of a bank failure, the City’s deposits
may not be returned to it. The City does not have a formal policy for custodial credit
risk. At year end, the City had $7,372,745 of bank deposits (certificates of deposit,
checking, and saving accounts) that were uninsured and uncollateralized. The City
believes that due to the dollar amounts of cash deposits and the limits of FDIC
insurance, it is impractical to insure all deposits. As a result, the City evaluates each
financial institution with which it deposits funds and assesses the level of risk of each
institution; only those institutions with an acceptable estimated risk level are used as

depositories.
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DEPOSITS AND INVESTMENTS {Continued)

Interest Rate Risk

Interest rate risk is the risk that the value of investments will decrease as a result of a
rise in interest rates. The City's investment policy dces not restrict investment
maturities, other than commercial paper which can only be purchased with a 270-day
maturity. At the end of the year, the average maturities of investments are as follows:

Weighted

Average

Investment Fair Value . Maturity
U.8. Government cr Agency $7,462,335 5.54 years
Treasury Notes & Bonds 154,670 15.00 years
Corporate Bonds 1,859,257 3.91 years

Credit Risk

State law limits investments in commercial paper to the top twe ratings issued by
nationally recognized statistical rating organizations. The City has no investment policy
that would further limit its investment choices. As of year end, the credit quality ratings
of debt securities (other than U.S. government) are as follows:

Rating
Investment Fair Value Rating Organization

Investment Pools (Pension} $9,427,799 None
Corporate Bonds 1,025,000 AA S&P
892,000 A S&P
42,257 BEBB S&P
U.8. Agencies not explicity 7,486,670 AAA S&P
guaranteed by the U.S. Government 130,335 A S8P

Component Units

The cash and cash equivalents of the City component units consist of interests in the
City's shared bank accounts totaling $1,320,544 at June 30, 2008. The portion of these
balances covered by federal depository insurance is not known since the accounts are

shared with the City.
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RECEIVABLES AND RELATED DEFERRED REVENUE

Governmental funds report deferred revenue in connection with receivables for revenue
that is not considered to be available to liquidate liabilities of the current period.
Governmental funds alsc defer revenue recognition in connection with resources that
have been received but not yet earned. At the end of the current fiscal year, the various
components of deferred revenue are as follows:

Unavailable Unearned
Receivabie from Component Unit-TIFA® $972,047 30
Grants recelved prior o meeting all
eligibility requirements 39,832 77,868
Total $1,011,879 $77.868

*The City issued bonds on behalf of the TIFA, which are discussed in detail in Note 7.
The TIFA has committed to repay 75 percent of the bonds’ debt service, including past
payments made by the City, which were in excess of the TIFA's ability to repay at that
time. The City’s Major Streets Fund has recorded this receivable at an amount equal to
the 75 percent of the bonds principal payments plus $38,297 for past payments made
by the City. The interest portion of the bond payments wili be recorded when received.
The TIFA’s current and future commitment to the repayment of these bonds is limited to
its ability fo capture sufficient revenue.
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5) CAPITAL ASSETS

Capital asset activity of the City's governmental and business-type activities was as

follows:
Balance Additions  Adjustments Disposals Balance
Governmental Activities: July 1, 2007 2007-08 2007-08 2007-08 June 30, 2008
Capital assets not being depreciated:
Land $307,195 $0 %0 $0 $307,195
Capital assets being depraciated:
Land improvements 284,737 0 0 0 284,737
Roads and sidewalks 18,654,079 4,566,812 4 0 23,220,881
Buildings and improvements 7,681,027 0 G 0 7,681,027
Vehicles 4,795,798 197,618 4 (62,944) 4,930,473
Furniture and equipment 4,365,105 85,802 ¥ (39,501) 4,411,408
Subtotal 35,680,746 4,850,233 4] {102,445} 40,428,534
Accumulated depreciation:
Land improvements 56,848 14,237 o 0 71,185
Roads and sidewaik 4,253,814 780,408 o 0 5,034,222
Buildings and improverments 4,546,932 162,459 0 0 4,708,381
Vehicles 3,751,948 371,762 c (62,044} 4,060,765
Furniture and equipment 3,037,388 315,853 o] (39,501) 3,313,850
Subtotal 165,647,040 1,644,819 Y] {102,445} 17,188,414
Net capital assets being depreciated 20,033,708 3,205,414 o] 0 23,238,120
Net capital asssis $20,340,901  $3.205.414 $o $0 $23,546,315
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CAPITAL ASSETS {Continued)

Business-Type Activities:

Capital assets not being depreciated:
Land
Construction in progress

Subtotal

Capital assets being depreciated:
Water and sewer dist. system
Buildings and building improvements
Office furnishings
Cther tools and equipment

Subtoetal
Accumulated depreciation:
Water and sewer dist. system
Buildings and building improvements
Office furnishings
Other tools and eguipment
Subtotal
Net capital assefs being depreciated

Net capifal assets

Depreciation expense was charged to programs of the primary government as follows:

Governmental Activities
General government
Public safety
Public works
Culture and recreation
Road infrastruciure

Internal service funds depreciation charged fo various
functions based on their usage of the assets

Total governmantal activities

Business-type activities - Water and sewer
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Balance Additions Deletions Balance

July 1, 2007 2007-08 2007-08 June 30, 2008
$2,745 $0 $0 $2,745
1,416,311 3,401,981 4] 4,818,202
1,419,056 3,401,981 0 4,821,037
38,093,254 4] 0 38,093,254
66,444 4] Q 66,444
4,348 0 0 4,348
22,676 0 0 22,876
38,188,722 4] 0 38,186,722
10,028,805 888,513 0 10,918,318
66,444 4] 0 66,444
4348 0 0 4,348
22676 3] 0 22 676
10,122,273 888,513 0 11,011,786
28,064,448 {888,513) 0 27,174,838
$29,483,6056 $2,512,468 $0 $31,885,673
133,318

244,403

20,831

106,804

780,408

358,254

$1,644,819

$889,513
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CAPITAL ASSETS {Continued)

Construction Commitments — The City has active road construction projects at year-
end related to the 2003 and 2008 local rcad bond issues. At year-end, the City's
construction commitments approximated $2,000,000.

The City of Inkster, Michigan, in conjunction with the City of Inkster Brownfield
Redevelopment Autherity, has entered into an agreement with a development company
and its affiliate to redevelop the Carver Homes area of the City. Under the agreement,
the City will acquire, improve, and then sell the project real estate to the developer. The
City issued bonds for $2,000,000 during the fiscal year 2003/04 and transferred the
proceeds to the Brownfield Redevelopment Authority to be used for preliminary
engineering and administrative costs as well as property acquisition and demolition
expenditures. The City has reprogrammed future grant funds to pay for the majority of
the debt service costs of this issue. The City is also relying on current and future grant
monies to fund the related relocation costs.

[t is intended that the Carver Homes area redevelopment project will be amended to split
the project into three phases (PH1A, PH1B and PH2) subject to the developer meeting
two conditions before construction. The first condition requires the developer to provide
the City a notice to proceed with construction on one hundred and eight (108) homes in
the development area. The second condition requires the developer to provide
evidence to the City that the developer can guarantee payment of a future $4,155,000
City debt issue for the infrastructure cost of this development. The City has received the
notice to proceed and the guarantee.

Phase 1A requires that the developer build seventeen {17) homes on Annapolis Avenue.
The developer will pay for the infrastructure for the seventeen (17) homes. [n exchange,
the City will sell the land where the seventeen (17) homes will be located for one dollar
($1.00). Phase 1B requires that the developer build ninety-one (91) more homes in the
development area. This work began in the fiscal year 2006/07.

From the proceeds the City will reimburse the developer for infrastructure costs on the
first seventeen (17) homes built and pay for the cost of the infrastructure for the
remaining ninety-one {91) homes. Once the debt is sold for the entire project and the
developer is reimbursed for infrastructure costs in Phase 1A, the developer will pay
$2,000 per lot to the City for all lots developed in the development area. The bond issue
was closed on November 8, 2008. 1t is intended that debt service costs from the
$4,155,000 debt issue will be paid from tax captures from the City Brownfield

development area.

Commitment — During the year ended June 30, 1992, the City negotiated an agreement
with the Michigan Department of Natural Resources to ensure compliance with the
Clean Water Act. This agreement requires the construction of retention basins and/or
the construction of separate sanitary and storm sewer lines to be completed to two
phases. Phase one of the project was substantially complete at June 30, 2003 and
phase two Western Qut Falls design work was started in 2006. The construction for
Western Qut Falls and design and construction for Eastern Out Falls is expected to be
completed by 2013. The estimated cost of phase two is not anticipated to exceed

$54,000,000.
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8) INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

Fund Due o Fund Due from Amount
General Fund Nonmajor Governmental Funds $2114,322
Brownfield {Component Unit) Nonmajor Governmental Funds 28,523
TRANSFERS
From To Amount
General Fund Parks & Recreation Fund $465,500
Capital Improvement Fund TIFA({ Component Unit) 19,667
TiFA {Component Unif) Major Streets Fund 56,817
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{Continued}

7) LONG-TERM DEBT |

The following is a summary of the primary government debt of the City outstanding as of

June 30, 2008:

Inferast

Rata Balance July

Ranges 1, 2007

Additions

Reductions

Balance
June 30, 2008

Due Within
Cna Year

Governmental Actlvities
General obligation bonds
{for road and other construction):
Act 175 iotor Vehicle Bond, 2001 Series
Refunding bonds
Armount of 1ssuas - 1,780,000 2.00% -
MWaturing through 82014 4.625% $1,400,000
Genaral Obligation, Unlimited Tax 2003 Serfes
Lozal road bonds
Amount of Issues - $5,000,000 25%-
Maturing through 3/2013 3.625% 3,140,000
2003 Capital improvement Bonds
Amount of issues - $2,000,600 2.5% -
Maturing through 11/2013 5.125% 1,455,000
Unlimited Tax General Obligation
Local street honds, series 2006
Arount of issue - $5,000,000 4.0% -
Maturing through 3/1/2016 4,250% 4,565,000
Laral Read Bonds, Senies 2007 B
Amount of Issue- $5,000,000
Hafuring through 3/1/2017 4.110% 5,000 800

$0

(§155,000)

{480,500)

{180,000)

{455,600}

{435,000)

$1,245,000

$2,660,000

$1,275,000

$4.110,000

$4,565,000

$155,000

493,000

180,000

465,000

455,000

Total bend obllgations 15,560,000

Other long-term obligations

Sweeper purchase

Amount of Issue - $147,500

Maturing through §/30/2008 4.08% 60,120
Bucket Truck purchase

Amotint of lssue - $94,500

Maturing through 7/15/2005 3.94% 37.719
Fire Truck & Ambulance purchase

Amount of Issue - $5658,8562

Wiaturing through 7/2008 3.80% 239,973
Jesp & Ford 500

Amount of lssue - $42,250

Maturing through 2/2008 5.80% 27,366
4 Patrol Cars

Armount of Issue - $82,280

Maturing through 12/2008 5.60% 53,333
2 Ford Rangers & 1 Ford 150

Amount of lssue - $53,110

Maturing through 172011 5.60% 41,300
2 Ford F-250 Pick Ups

Armount of Issue-§ 44418

Maturing through 19/2011 5,60% l#]
2 Ford Taurus-2008

Amount of Issue- $38674

Maturing through 10/2002 5.65% ¢l
4 Ford Crown Vic Police Cars

Amount of Issue - $83,104

Meturing through 11/2008 5,65% 0

44,418

38,674

83,104

{1,705,000)

{29.453)

{18,489

{117,887}

{13,287}

{25,940

(9,497

{8,877}

{13,608)

{28,237)

13,866,000

30,667

19,228

122,276

14,089

27,393

31,803

34,839

25,088

53,887

1,760,000

30,667

18,228

122,275

14,069

27,393

10,029

7,942

12,190

26,193

Total othar long~term obligations 458.811

168,184

(267,095)

358,910

265,888

Total Governmental Activities $16,018.811

166,184

{$1,872,005)

$14,213,810

$2,028,956
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7) LONG-TERM DEBT {Continued)

Business-type Activities
Wayne Counly Contracts (for construction of
system improvements):
Wayne County Sewage Disposal System, 1884
Marth Huran Valley System
Amount of |ssue - $556,516
Maturing throuph 5/2008 - Net of $3.434
of deferred charges at June 30, 2008
Wayne County Sewage Disposal Syslem, 1998
CS0 Bastn Series B Refunding Bonda
Armount of |ssue - $2,730,000
Meturing through 11/2015 - Met of $88,538
of deferred charges et June 30, 2008
Wayne County Sewage Disposal Syslem, 1988
CS0 Basin Series C Refundlng Bonds
Armount of |ssue - $5,250,000
taturing through 11/2015 - Net of $207 228
of deferred charges at June 30, 2008
1984 State Revolving Fund Loan
Amtount of [ssue - $2,580,000
Maturing through 4/2016
G50 Bonds
Armount of lssue - $3,200,000
Maturing through 2025

Total business-type actlvifles

** A porticn of these bonds was defeased durlng the year ended June 30, 2003.

Interest Rate Balance Balance .June Cue Within
Ranges July 1, 2007 Additions Reductions 30, 2008 One Year
5.6% -
6.00% 101,016 $0 {350,728 §50,288 $50,288
3.75% -
4.80% 2,058,462 0 {209,000) $1,858,462 206,000
3.75% -
4.80% 4,753,072 2] {490,000) $4,262,072 §10,000
2.00% 1,295,000 o {135,000) $1,160,000 135,000
4.0%-
£.25% 3,200,000 o] {115,000} $3.085.000 120,000
$11.407,550 $0 {$990,728} §10,416,822 21,020,288
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CITY OF INKSTER, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

LONG-TERM DEBT (Continued)

Component Unite
Beech Daly Tex Increment Finance Authorily - Road

Improvemernt
2001 Series Bonds*
Amount of lssue - $1,8655,.000
Maturing lhiough 11/2018
Besch Daly Tax Increment Finance Authotiy -
City Facilities Project
Serdas 2008
Amount of Issue - §1,300,000
Maturing through 114172023
Due to the City of Inkster
75% of City of Inksier 2001 Seres Ast 175
Motor Vehicle Highway Refunding Bonds
Criginal amount of obiigation - $1,335,000
{76% of $1,780,000}
Maturing through 8f2014
Brownfield Redeveloprent Authority-Tax
increments! Bonds-Series 2008
Armount of Issue- § 4,155,000
Maturing through 11/2025

Reimbursement obligafion - Hislorical portion -
Pavyabie when funds are available

Total business-typs acfivitles

{(Continued)

Interest Balance
Rate Balance June 30, Due Within
Ranges Jaly 1, 2007 Additions Reductions 2008 One Year
2.00%
5.00% 1,375,000 30 {($110,0000  $1,265,000 105,000
4.6% -
5.0% 1,270,000 o] {45,000) 1,225,000 45,000
2.00% -
4.625% 1,050,000 ¢ {116,250} 933,750 116,250
6.2%-~
&.125% 4,755,000 0 a 4,155,000 25,000
38,287 2] ja] 38,287 ¢
$7,888,287 $0 {$271,250) $7,617,047 $251,250

*A portion of these bonds was defeased during the year ended June 30, 2003.

Under certain circumstances, the issuance of future Enterprise fund bonds is restricted unless
“net revenues” meets minimum bond requirements.

The City has pledged its full faith and credit for the bond obligation of the Beech Daly Tax
Increment Finance Authority, a component unit.

The City anticipates that 75 percent of the debt service requirement for two of the Act 175
Motor Vehicle Highway bonds (with an outstanding balance of $933,750 at June 30, 2008) will
ultimately be provided by the Tax Increment Finance Authority (TIFA), a component unit. It is
also anticipated that the TIFA will eventually repay the City $38,297, representing the net
unreimbursed installment payments made by the City through June 30, 2008 related to these
obligations.
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{Continued)

LONG-TERM DEBT (Continued)

The TIFA's payment of the above described obligations is limited to the amount of TIFA
revenue legally available and in excess of the amounts which are required to pay the
debt service of the outstanding TIFA bonds, if any. Historically, annual TIFA revenue
has, in varying amounts, exceeded the total annual debt service payments for the
cutstanding TIFA bonds.

Annual debt service requirements to maturity for the above governmental, business
type, and compenent unit bonds and note obligations are as follows:

Geovernmeantal Activities Busginess-Type Activifies Sompenent Unlts

Year Principal Interest Tatal Principai intarest Total Princlpal Interest Tatal

2009 $2,029,088 $537,558 $2,557 544 &1,620,288 $434,578 $1,454,866 $291,250 $402,944 $E04,104

2010 1,864,530 483,642 2,348,172 973,791 2,75 1,366,508 350,000 368,837 738,837

21 1,885,041 408,725 2,294,768 958,781 352,435 1,311,226 307,500 374,086 681,586

2012 1,838,354 333,860 2,273,214 988,791 310,877 1,309,668 390,000 367,852 747,852

2013 2,005,000 253,758 2,258,759 966,373 266,659 1,233,042 413,750 338,238 751,988
2014-2018 4,450,000 398 767 4,898,767 3,843,788 875,113 4,518,801 1,976,250 1,375,588 3,351,838
2019-2023 o Q 0 865,000 287,870 1,262,870 2,135,000 824,619 2,958,819
2024-2026 a] Q 0 680,000 87,551 757,851 1,715,000 158075 1,874,075

$14,213910  $2,415,311 $18,629,221 $10,415,822 $2,787,908  _$13,204 €30 $7,578,750  $4,221,239  $14,789,989

Defeased Debt — In prior years, the City defeased certain beonds by placing the
proceeds of new bonds in irrevocable trusts to provide for all future debt service
payments on the old bonds. Accordingly, the trust accounts’ assets and liabilities for the
defeased bonds are not included in the basic financial statements. At June 30, 2008,
$7,300,000 of bonds outstanding are considered defeased.

In prior years, the TIFA defeased certain bonds by placing the proceeds of new bonds in
an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust accounts’ assets and liabilities for the defeased bonds are not
included in the basic financial statements. At June 30, 2008, $1,190,000 of bonds
cutstanding are considered defeased.
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CITY COF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
(Continued)

RESTRICTED ASSETS

Governmental Activities — The $1,105,614 of restricted assets at June 30, 2008 are
unspent cash proceeds from the 2007 General Obligaticn Bonds restricted for local road

construction.

Business — type Activities — Restricted assets at June 30, 2008 consist of assets held at
Wayne County restricted for the following purposes:

City's portion of Rouge River National Wet Weather

Demeonstration Basin construction $1,088,581
City' portion of Nerth Huron Valley/Rouge Valley sewer

System Combined Sewer Overflow Basin:

Construction 20,231
Equipment replacement 470,715
Total restricted assets $1,590,537

The above assets result from the issuance of debt; therefore, net assets have been
restricted. Net assets of $118,118 have been restricted, however, pursuant to an
Environmental Protection Agency (EPA) requirement for certain required construction
not related to the matters listed above. No specific assets have been restricted to this
EPA- mandated reserve.

RISK MANAGEMENT

The City is exposed to various risks of loss related to property loss, torts, errors and
omission, and employee injuries (workers’ compensation), as well as medical benefits
provided to employees. The City has purchased commercial insurance for all claims
except workers' compensation. In addition, the City retains risk for general liability
claims, as a result of significant deductible levels. Settled claims relating to the
commercial insurance have not exceeded the amount of insurance coverage in any of
the past three fiscal years.

The City is uninsured for workers' compensation claims outside of certain limits. The
City has purchased insurance for specific occurrences in excess of $300,000 and

occurring within the insurance policy periods.
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CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
{Continued)

RISK MANAGEMENT (Continued)

The City estimates the liability for workers’ compensation claims and general liability
deductibles that have been incurred through the end of the fiscal year, including both
those claims that have been reported as well as those that have not yet been reported.
Changes in the estimated liability for the years ended June 30 are as follows:

2008 2007
Estimated Liability - Beginning of year $2,402,834 $2,785,981
Estimated claims incumred, including changes in
estimates - Net 92,498 322,718
Claim payments {643,298) {706,163)
Estimated Liability - End of year $1,851,734 $2,402,534

CONTINGENCIES

The City is a defendant in several lawsuits and asserted claims. While an estimate of
the liability, net of available insurance coverage, related to these matters has been
recorded, management and legal counsel believe the City's ultimate exposure with
respect to these actions is not currently determinable. Hence, it is reascnably possible
that the uitimate costs, if any, related to the resolution of these matters could differ
materially from the amounts provided.

JOINT VENTURES

The City is a member of the Nankin Transit Commission, which provides fransportation
services to residents of Garden City, Westland, Canton, Wayne, and Inkster. The
participating communities provide annual funding for its operations. During the current
year, the City contributed $34,000 for its operaticns. The City has no material equity
interest in the Nankin Transit Commission at June 30, 2008. The City is unaware of any
circumstances that would cause an additionai benefit or burden to the participating
governments in the near future. Complete financial statements for the Nankin Transit
Commission can be obtained from the administrative offices at 37137 Marquette,

Westland, Michigan 48185.
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CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
{Continued)

JOINT VENTURES {Continued)

The City is also a member of the Central Wayne County Sanitation Authority (the
“Authority”). The City appoints one member to the jeint venture’s governing board, which
approves the annual budget. The debt of the joint venture is being financed by
operations and member millage. The City contributed approximately $285,900 for
sanitation costs passed through the Autherity. The City has recorded an investment
related to its share of the net asset position of the Authority at $275,685 in the
government-wide statement of net assets.

Complete financial statements for the Authority can be obtained from the administrative
offices at 3759 Commerce Court, Wayne, Michigan 48184,

DEFINED BENEFIT PENSION PLAN

Plan Descriptions

The City contributes to the Police and Fire Retirement System and to the General
Employee Retirement System, which are administrators of single-employer public
employees’ retirement systems that generally cover all full-time police and fire
employees and general employees of the City, respectively. The systems provide
retirement, disability, and death benefits to plan members and their beneficiaries.

Police and Fire Retirement System

At July 1, 2008, the date of the most recent actuarial valuation, membership consisted of
56 retirees and beneficiaries currently receiving benefits and terminated employees
entitled to benefits but not yet receiving them, and 80 current active employees. The
plan does not issue a separate financial report.

Contributions- Plan member contributions are recognized in the period in which the
contributions are due. Employer contributions to the plan are recognized when due and
the employer has made a formal commitment to provide the contributions. Benefits and
refunds are recognized when due and payable in accordance with the terms of the plan.
Please refer to Note | for further significant accounting pelicies.

The obligation to contribute to and maintain the system for these employees was
established by negotiation with the City’s competitive bargaining units and requires a
contribution from the employees of 6.53 percent of wages for police officers and 6.00
percent of wages for firefighters. The funding policy provides for pericdic employer
contributions at actuarially determined rates. Administrative costs of the plan are
financed through investment earnings.
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CITY OF INKSTER, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
{Continued)

DEFINED BENEFIT PENSION PLAN (Continued)

Annual Pension Cost — For the year ended June 30, 2008, the City’s annual pension
cost of $320,285 for the plan was equal to the City's required and actual contribution.
The annual required contribution was determined as part of an actuarial valuation at July
1, 2008 using the individual entry age actuarial cost method. Significant actuarial
assumptions used include (@) a 8.00 percent investment rate of return, (b) projected
salary increases of 4 percent per year, and (c) no cost of living adjustments. Both (a)
and (b) include an inflation component of 4 percent. The actuarial value of assets was
determined based on a five-year smoothed market. The unfunded actuarial liability is
being amortized as a level percentage of payroll on an open basis. The remaining

amortization period is 10 years.

The three-year trend information for the plan is as follows:

Fiscal Year Ended June 30

2008 2007 2006
Police and Fire Retirement System
Annual pension cost (APC) $320,285 $185,035 $121,130
Percentage of APC contributed 100% 100% 100%
Net pension cbligation $0 $0 $0

Generai Employee’s Retirement System

At July 1, 2008, the date of the most recent actuarial valuation, membership consisted of
51 retirees and beneficiaries currently receiving benefits and terminated employees
entitled to benefits but not yet receiving them, and 54 current active employees. The
plan does not issue a separate financial report

Contributions — Plan members’ contributions are recognized in the pericd in which the
contributions are due. Employer contributions to the plan are recognized when due and
the employer has made a formal commitment to provide the contributions. Benefits and
refunds are recognized when due and payable in accordance with the terms of the plan.
Please refer to Note 1 for further significant accounting policies.

The obligation to contribute to and maintain the system for these employees was
established by negotiation with the City's competitive bargaining units and requires a
contribution from the employees of 5 percent of wages except for members of the
dispatchers union for whom the amount is 3 percent of wages. The funding policy
provides for periodic employer contributions at actuarially determined rates.
Administrative cests of the plan are financed through investment earnings.

48



12)

13)

CITY OF INKSTER, MICHIGAN
NOTES TC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2008
{Continued)

DEFINED BENEFIT PENSION PLAN {Continued)

Annual Pension Cost — For the year ended June 30, 2008, the City's actuarially
determined contribution for the plan was $345,988. The City actually contributed and
expensed $323,184 for its current year contribution. The difference between the
required and actual contribution has been recorded as a liability in the government-wide
statement of net assets. The annual required contribution was determined as part of an
actuarial valuation at July 1, 2008 using the aggregate actuarial cost method.
Signification actuarial assumptions used include (a) a 7.0 percent investment rate of
return, (b) projected salary increases of 4 percent per year, and (¢} no cost of living
adjustments. Both (a) and {b) include an inflation component of 3 percent. The actuarial
value of assets was based on stated confract value for funds invested in the general
accounts of an insurance company and market value for funds invested in insurance
company separate accounts.

The three-year trend information for the plan is as follows:

Fiscal Year Ended June 30

2008 2007 2006
General Employees' Retirement System:
Annual pension cost (APC) $345,988 $323,381 $329,381
Percentage of APC contributed 93% 162% 158%
Net pension cbligation $22,804 30 $0

POST-EMPLOYMENT BENEFITS

The City provides health care benefits to all full time employees upon retirement, in
accordance with labor contracts. There were fifty-seven retirees at June 30, 2008. The
City includes pre-Medicare retirees and their dependents in its insured health care plan,
with a 50 percent contribution required by the participant. The City purchases Medicare
supplemental insurance for retirees eligible for Medicare. Expenditures for post-
employment health care benefits are recognized as the insurance premiums become
due and totaled approximately $603,000 during the year.

The Governmental Accounting Standards Board has recently released Statement
Number 45, Accounting and Reporting by Employers for Post- employment Benefits
Other Than Pensions. The new pronouncement provides guidance for local units of
government in recognizing the cost of retiree health care, as well as any “other” post-
employment benefits (other than pensions). The new rules will cause the government -
wide financial statements to recognize the cost of providing retiree health care coverage
over the working life of the employee, rather than at the time the health care premiums
are paid. The new pronouncement is effective for the year ending June 30, 2009.
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NOTES TO FINANCIAL STATEMENTS
YEAR ENBED JUNE 30, 2008
{Continued)

STATE GRANT — WATER AND SEWER FUND

During 2007 and 2008, the City received S2 grant funds from the State of Michigan for
engineering/design costs relative to a proposed vertical capiure shaft/combined sewage
retention and treatment structure. The City has ultimately decided not to build this
structure due to design issues. Under the provisions of the grant agreement, S2 grant
funds are required to be repaid, with interest, where “the project has been identified as
being in the fundable range and the applicant declines loan assistance from the state
water pollution control revolving fund or the fund in that fiscal year.”

Although the City meets the criteria for repayment, the State has indicated that if the
City successfully provides all necessary application materials in a timely manner,
consistent with an executed milestone schedule, and closes on loan assistance during
fiscal 2008, the State does not intend to require the funding to be repaid. The City has
cencluded the loan agreement as of September 22, 2008.
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CITY OF INKSTER, MICHIGAN
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE — GENERAL FUND
YEAR ENDED JUNE 30, 2008

Variznce with
Original Amended Amended
Budget Budget Actual Budget
Revenue
Property Taxes $7,666,165 $7,566,156  $7,864,811 $208,666
Licenses and Permits 418,055 283,055 286,958 23,803
State-Shared Revenues and Grants 4809,174 4,544,174 4,456,864 {87,310}
Charges for Services 1,794,490 1,761,490 1,869,194 97,704
Interast 300,000 300,000 262,680 {37,420}
Administrative Charges and Other Revenue 3,138,028 3,192,958 3,054,063 {138,806}
Total Revenue 17.825,902 17,627,833 17,784,460 156,627
Expenditures
General Government 2,870,803 2,827,803 2,831,328 (3,525)
Public Safety 7.084,32¢ 7,314,260 7,384,868 {80,808)
Highways, Streets, and Public Works 2775428 2,487 428 2,629,873 (142,545)
Cultural and Recreation 197,351 208,351 199,218 8,132
Nondepartmental 4997,891 4,763,991 4,263,285 500,686
Totai Expenditures 17,926,902 17,601,833 17318683 283,150
Excess of Revenue Over {Under) Expenditures 0 26,000 465,777 438,777
Qther Financing Sources {(Uses)
Operating Transfer (Out} {465,500) {465,500} {465,500) ¢
Total Other Financing Sources (Uses) {465,500) {465,500} {465,500} 0
Net Change in Fund Balance {485,500) (439,500} 277 439,777
Fund Balances - July 1, 2007 1,442,368 1,442,368 1,442,368 0
Fund Balances - June 30, 2008 $976,868 $1,002,868  §1,442.845 $439,777
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CITY OF INKSTER,; MICHIGAN
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - MAJOR STREETS FUND
YEAR ENDED JUNE 30, 2008

Revenue
State-Shared Revenues and Grants
Interest
Total Revenue
Expendltures
Highways, Streets, and Public Works
Debt Service

Total Expenditures

Excess of Revenue Over {Under) Expendltures

QOther Financing Sources {Uses)
Operating Transfer {Out)

Fund Balances - July 1, 2007

Fund Balances - June 30, 2008

Variance with
Criginal Amended Amended
Budget Budgset Actual Budget

$3,297,241 $3,297,241 $1,173,009 ($2,124,232)
30,000 30,000 78,499 48,499

3,327,241 3,327,241 1,251,508 (2,075,733)

3,234,492 3,234,492 1,547,807 {1,686.685)
212,488 212,488 212,211 (275)

3,446,978  3446,978 1,760,018 {1,686,960)

{119,737} (119,737}  (508,510) {$388,773)

Y 0 186,817

1,823,767 1,823,767 1,823,767

$1,704,030  $1,704,030  $1472,074
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CITY OF INKSTER, MICHIGAN
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - LOCAL STREETS FUND
YEAR ENDED JUNE 30, 2008

Variance with
Criginal Amended Amended
Budget Budiget Actual Budget
Revenue
State-shared Revenues and Grants $5,514,300 $5,514,300 $485,737 ($5,018,563)
Interest 85,200 65,200 106,380 41,190
Property Taxes 1,378,000 1,379,000 1,807,963 428,963
Transfer In 117,372 117,372 0 {117,372)
Total Revenue 7,075,872 7.075,872 2,410,090 {4,665,782)
Expenditures
Highways, Streets, and Public Works 6,127,258 6,327,259 4,928,253 {1,399,008)
Debt Service 1,225,665 1,228,855 1,816,114 590,459
Total Expenditures 7,352,914 7,552,814 8,744,367 {808,547)
Excess of Revenue Over {Under} Expendifures (277.042) (477,042) {4,334,277) _ ($3,857,235)
Fund Balances - July 1, 2007 8,641,848 8,641,848 6,641,848
Fund Balances - June 30, 2008 $6,264,808 $6,064,806  $2,207,571
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REQUIRED SUPPLEMENTAL INFORMATION

CITY OF INKSTER, MICHIGAN

PENSION SYSTEM SCHEDULES OF FUNDING PROGRESS

JUNE 3¢, 2008

Actuarial
Actuarial Accrued OAAL as a
Actuarial Value of Liability Over-Funded Funded Ratio Covered Percentage of
Valuation Asseis (AAL) AAL (OAAL) {Parcent) Payroll Covered
Date (2) {b) {a-b) {a/b} {c) Fayroll

General Employees' Retirament Systam
7i1/89*
711100 $7,393,000 $7,393,000 $0 100.0 $1,838,000 0.0
701>
71102 7,062,000 7,062,000 ¢ 106.0 1,849,000 0.0
71503*
71104 7,177,000 7,177,000 ¢ 100.0 1,884,000 0.0
711705
71706 7,891,000 ***7,991,000 0 100.0 2,134,232 0.0
7H07*
71708 8,781,000 *+8,781,000 o 106.0 2,018,001 0.0
Police and Fire Refirement System
711188 24,550,000 20,047,000 4,512,000 i22.5 3,458,000 130.8
71100 26,426,000 22,448,000 3,678,000 i17.7 3,805,000 104.5
71101 27,862,000 24,224 000 3,638,000 i15.0 4,447,000 81.8
741402 28,488,000 24,758 000 3,731,000 i15.0 4,235,000 88.1
741403 28,125,000 25,884,000 2,241,000 108.7 3,842,000 58.3
711604 27,624,000 26,981,000 643,000 i00.2 4,687,000 13.7
711105 27,485,000 25,168,000 2,297,000 109.1 4,639,000 49.5
7i/08 27,460,000 26,195,000 1,265,000 104.8 4,539,000 278
THRT 28,518,000 27,116,000 1,403,000 106.2 4,473,940 313
711/08 29,483,000 28,282 000 1,201,000 104.2 4,672,419 257

* A valuation was not done for the years indlcated.

= At luly 1, 2008, the vaiuation disclosed the present value of vested benefits as appproximating $9,848,000

In prior valuations, the present vaiue of vested benefits approximated the actual value of assets at the corresponding date.
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CITY OF INKSTER, MICHIGAN
REQUIRED SUPPLEMENTAL INFORMATION
PENSION SYSTEMS SCHEDULES OF EMPLOYER CONTRIBUTIONS

The schedule of funding progress is as follows:

Generat Employees' Retirament Svstom

Fiscal Year Ended
June 30

1889
2000
2001
2002
2003
2004
2005
2008
2007
2008

Pollce ire Ratirem em

Fiscal Year Ended
June 30

1699
2000
2001
2002
2003
2004
2005
2008
2007
2008

JUNE 30, 2008

Actuarial Annual Required Percentage
Valuation Date Contribution® Contributed

7Hii98 $144,726 1600
7Hife8 106,710 160.0
FHIGD 201,310 100.0
711160 213,736 1800
7102 327,206 688.0

7H1/02 320,779 g98.0

7Hifo4 454 487 87.2

THf04 454,487 i80.0
71106 328,381 160.0
7106 320,381 98.1

7Hfa7 $175,842 160.8
74188 242,903 1680.0
711/98 280,625 160.0
Aty 353,386 100.0
/01 464,781 i60.0
FHfo2 451,895 180.0
7104 485,107 i60.0
Fialiss) 124,130 1680.0
7HieT 185,035 160.8
708 478,415 888

* The City's policy is to caleulate a percentage of payroll, at which it will make its employer plan contributions such that the
resuitant contribution amount is within the range of the alternatives presented in the actuarial valuations. The contribution amounts
presented represent the actval contrbufions recerded by the Gity in the respective fiscal years.

The information presented above was determined as part of the actuarial valuations at the dates indicated. Additional information

as of July 1, 2008, the latest actuarial valuation date, follows:
Genaral Emplo; * irement Systa

Actuarial Cost Method
Amortization Method
Amortization Perlod (perpetual)
Asset Valuation Method

Actuarial Assumptions:
Investment Rate of Return®
Projected Salary Increases®
* Includes Infiation at
Cost of Living Adjustments

Police and Fire Retire ent

Aotuartal Cost Method
Amortization Method
Amortization Period {perpetual)
Asset Valuation Method

Actuarial Assumptions:
Invesiment Rate of Return**
Projected Salary Increases**
** Ineludes Infiation at
Cost of Living Adjustments

Projected Unit Credit
MiA

NiA

Market Value

Individual entry age

Leve! percent of payroll, open
30 years

Five-year smocthed market

2.00%
4%
4%

Mone
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CITY OF INKSTER, MICHIGAN
NOTES TO REQUIRED SUPPLEMENTAL INFORMATION
JUNE 30, 2008

Budgetary Information — The annual budget is prepared by the City management and
adopted by the City Council; subsequent amendments are approved by the City Council. The
budget document presents information by fund, function, department, and line items. The legal
level of budgetary control adopted by t he City is the department level. Unexpended
appropriations lapse at year end; encumbrances are not included as expenditures. The amount
of encumbrances outstanding at June 30, 2008 has not been calculated. During the current
year, the budget, the budget was amended in a legally permissible manner.

Annual budgets are adopted on a basis consistent with accounting principles generally
accepted in the United States of America for the General Fund, Special Revenue Funds, and
Debt Service Fund, with the following exceptions:

e Operating transfers have been included in the “revenue” and “expenditures” categories,
rather than as “other financing sources (uses).”

¢ Financing proceeds related to debt issuance have been included in the “revenue” category
rather than as "other financing sources.”

Excess of Expenditures Over Appropriations in Budgeted Funds — During the year, the
City incurred General Fund expenditures that were in excess of the amounts budgeted as

follows:

Budget Actual
General Government $2,827,803 $2,831,328
Public Safety 7,314,260 7,394,868
Highways, Streets and Public Works 2,487,428 2,629,973
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Assets
Cash And Investments
Accounts Receivables
Due From Other Governmental Units

Total Assets
Lfabllities And Fund Balances
Liabilifies

Accounts Payable
Due To Other Funds
Due to Component Units
Deferred Revenus

Total Liabilitles
Fund Balances - Unresenved

Total Liabiities And Fung Balances

CITY OF INKSTER, MICHIGAN
OTHER SUPPLEMENTAL INFORMATION
COMBINING BALANCE SHEET
NON-MAJOR GOVERNNMENTAL FUNDS
JUNE 30, 2008

Neon-Major Special Revenue

Non-IMajor Capital Projects

Funds Funds
Total
Mon-Major

Drug Law Parks & Capital Sidewalk Governmental

Grants Enforcement Racreation Improvements Revoiving Funds
$44,142 $28,458 $312,033 $53,000 $18,648 $456,181
4} 0 7,895 0 0 7,895
238,160 0 [} 0 0 238,160
$282,302 $28,458 $319.928 $53,000 518,548 $702,236
$30,9249 $6,610 $51,510 $0 $550 $98,619
211,322 [t} v} 0 0 241,322
28,523 0 0 0 0 28,523
42,340 [¢] [t] 0 0 42,340
322,134 5610 51,510 0 550 380,804
{39,832) 21,848 268418 53,000 17,998 321,432
$282,302 $28,458 $315,928 $53,000 $18,548 702,236
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IN FUND BALANCES - NON-MAJOR GOVERNMENTAL FUNDS

Revenue
Property Taxes
Federal Grants
interast Income
Cther

Total Revenue

Expendltures
Public Safety
Grant Expenditures
Other
Tetal Expendifures

Excess of Revenue Over
{Under) Expsnditures

Operafing Transfers In
Operaling Transfers {Cu)

Fund Balances - July 1, 2007

Fund Balances - June 30, 2008

CITY OF INKSTER, MICHIGAN
OTHER SUPPLEMENTAL INFORMATION
COMBINING STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES

YEAR ENDED JUNE 30, 2008

Non-Major Special Revenue

Non-Major Capital Projects

Funds Funds
Total
Non-hMajor
Drug Law Parks & Capital Sidewalk Govermmental
Grants Enforcement Recreation Improvements Revolving Fungds
$0 50 $708,180 %0 $0 $708,180
1,008,554 0 3] 4] a 1,009,554
a] 1] 15,845 3,409 878 20,132
1] 184,110 49,158 4] ¢] 233,268
$1,008,554 $184,110 5773,181 $3.408 $578 $1,971,132
%0 $163,805 $0 $5,539 30 $169,644
806,386 ] 1] 4] ¢ 809,386
O 1] 1,128,888 4] 4] 1,126,888
806,386 163,805 1,129,888 5,839 4] 2,108,918
200,168 20,305 {356,707) {2,430} 878 {137,786}
4] o] 455 500 1] a 465 500
o] 4] Q {18,867} 4] {19,687)
{240 000) 1,543 159,625 75,007 17,128 13,385
($39 832 $21,848 $268,418 $53,000 $17,588 §321.432
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CITY OF INKSTER, MICHIGAN
OTHER SUPPLEMENTAL INFOMATION
COMBINING STATEMENT OF NET ASSETS FIDUCIARY FUNDS

JUNE 30, 2008

Pension Trust Funds

General
Employess’ Pelice and Fire
Retirerment Retirament
System System Total
Assefs
tnvesiments:
Corporate bonds 30 $1,859,257 $1,958,257
U.8. Government Securities 0 154,870 154,670
1L.5. Governmeni Agency Securities O 7,462,335 7,462,335
Commeon and Preferred Stock 0 17,324,805 17,324,805
Pension Guarantee Contract Pooled Fund 8,382 762 0 8,382,762
Bank Investment Pools and Pooled Investment Fund 52,831 892,206 1,045,037
Receivables 23,262 23,060 48,312
Net Asssts - Held in Trust for Employee Pension Benefits $8,458,845 327,816,333 $36,375,178
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CITY OF INKSTER, MICHIGAN
OTHER SUPPLEMENTAL INFOMATION
COMBINING STATEMENT OF CHANGES IN NET ASSETS FIDUCIARY FUNDS
JUNE 30, 2008

Additions
investment Income:
Interest and Dividends
Net Increase {decrease) in Fair Vaiue of investments

Net Investment Income {Loss}

Contributions;

Empioyer

Empioyee

Total Additions
Deductions

Benefit Payments
Refunds of Contiibutions
Administrative Expenses

Total Deductions
Net Increase {Decrease)

Net Assets - Held in Trust for Pension Benefits
Beginning of Year

End of Year

General
Employees’ Police and Fire
Retirermnent Retirement
System Systemn Total
$446,641 $782,638 $1,228,279
(89,485) {830.074) {819,569}
357,146 {47,436} 308,710
323,183 320,265 643,448
105,007 308,459 411,466
785,336 579,288 1,364,624
540,063 1,659,066 2,188,129
13,905 20,258 34,163
80,444 304,457 354,601
604,412 1,883,781 2,588,193
180,924 {1,404,493) 1,223,569}
8,277,921 29,320,826 37,588,747
$8,458,845 $£27.816,333 $36,375,178
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lan C. .
oung & Associates, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

7310 Woodward Ave., Suite 740 {313) 873-7500
Detroit, MI 48202 (313) 873-7502 (Fax)
www.alaneyoung.com

December 23, 2008

Honorable Mayor and
Members of the City Council
City of Inkster

Inkster, Ml 48141

In planning and performing our audit of the financial statements of the City of Inkster, Michigan
(the City) as of and for the year ended June 30, 2008, in accordance with auditing standards
generally accepted in the United States of America, we considered the City's internal control
over financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the City's internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified
deficiencies in the internal control that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control. Exhibit A identifies the deficiencies that
we consider to be significant deficiencies in internat control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control. We believe items number 1-3, as
detailed in Exhibit A, to be material weaknesses.

This communication is intended solely for the information and use of the Mayor, members of City
Council, management, and others within the City of Inkster, Michigan and is not intended to be and
should not be used by anyone other than these specified parties.

Sincerely,

Mo £ Mpang [ o

Alan C. Young & Associates, P.C.
Certified Public Accountants & Consultants



EXHIBIT A

BANK RECONCILIATIONS

During our procedures, we noted that bank reconciliations were not performed on a
timely basis. The June bank reconciliation was not completed until late October. This
created numerous adjusting entries and also impacted the efficiency of the audit.

Timely and accurate bank reconciliations are the cornerstene of any effective system of
internal control. Proper bank reconciliations help ensure the accuracy of internally
generated financial data and also reduce the risk of theft or misuse of funds.

GENERAL LEDGER REVIEW AND RECONCILIATION

During our procedures, we noted that a number of general ledger accounts had not been
reviewed and/or reconciled on a timely basis. Many adjustments were made to the
general ledger after the start of fieldwork creating significant inefficiencies as well as

additional time and effort.

We recommend that significant general ledger accounts be reviewed/reconciled on a
timely basis. By properly reviewing and reconciling the general ledger, the City can
identify errors or mis-postings on a timely basis and help ensure the propriety of
internally generated financial information.

DAILY RECEIPTS

In early 2008, the City had an instance where the daily receipts for one day could not be
located. Although the vast majority of the receipts were in the form of a check rather
than cash, and the monetary impact on the City was minor, this is still a major deficiency
in the internal control structure.

One of the problems noted was that deposits were not always made on a timely basis. It
was not unusual to see delays of 4-7 days in the deposit of funds. When there are
several days of deposits being maintained it increases the possibility of funds turning up
missing, either through theft or negligence.

We recommend that the City make deposits on a daily basis. We alsc recommend that
employees be cross-trained so that the cash receipt/deposit process will not be impacted
when employees involved in this area go on vacation. Additionally, the cross training of
employees to handle certain duties when cther emplcyees are on vacation is a valuable
internal control. lt can help identify procedural deficiencies as well as helping ensure
necessary processes/controls can continue without interruption.



